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ECON AT 


Values in Millions of $ unless otherwise stated. 


Item June 1971 June 1972 Average % of 
Change 
June 1972/71 
INCOME, PRODUCTION, EMPLOY= 
MENT 
GNP at Current Prices (1972 est) 28, 380 35, 090 8.8 
GNP at Constant 1963 prices (1972 est) 20, 280 23,909 3.7 
Per Capita GNP at Current 
Prices (1972 est $) 2,900 3, 600 8.9 
Savings as % disposable income 
(1972 est) 16.5 16.4 ~ 
Investment as % Current GNP(1972 est) 22.8 22.2 - 
Indices: 
Industrial Production(1963=100)(Jun) 144.5 156.9 - 
Average Industrial Wage(1963=100(Jun) 200.9 226.5 - 
Steel Production(1, 000 MT) (Jun) 1092.7 1264. 3 15.7 
Coal Production(1, 000 MT) (Jun) 1022. 4 1017.7 -0.4 
Electric Power Consumption 
(mil. KWH) (Jun) 2504.5 2757.4 18.0 
Unemployment Rate (Jun) 2.4 2.9 - 
MONEY AND PRICES 
Money Supply (Jun) 9,026 11,613 13.2 
Public Debt (Jun) 12, 884 16, 026 24.4 
Domestic (Jun) 12,188 15, 683 28.7 
External (Jun) 697 344 “60.1 
Discount Rate, National Bank (Jun) 6 4 - 
Price Indices: 
Retail (1971=100) (Jun) 99.6 105.0 - 
Wholesale (net of VAT) (1963=100) 
(Jun) 125.1 128.2 - 
BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves(Jun) 3, 179 4,127 14.2 
Balance of Payments (May) 256 -84 - 
Balance of Trade (May) 93 188 - 
Total Exports FOB (May) 6,076 7, 784 be. 7 
Exports to U.S. (May) 438 423 -14.9 
Exports to Common Market (May) 4,149 5, 402 14.6 
Total Imports CIF (May) 6,189 7,596 8.4 
Imports from U.S. (May) 411 407 -12.7 


Imports from Common Market (May) 3, 862 4,915 12.0 





Main imports from U.S. (January~-May 1972 ; in millions of U.S. $): 


Machines and electrical equipment 76; chemical products 49; 
minerals 28; base metals 27; transport equipment 24; textiles 23; food 
products 19; precious stones & metals 15; agricultural products 15. 


otes: 


1, Although Belgian franc-dollar exchange rate varied from 

August 15, 1971 to end of year (settling at new parity of BF 44, 82=US$1. 00 
as result of Smithsonian Agreement of December 18, 1971), conversion 

of BF figures to dollars for 1971 statistics are computed at previous 

BF 50, 00 = US$1. 00 in order to maintain comparability with previous 
years and due to lack of information to make adjustments for period 

of floating rates. 1972 figures have been converted at rate of 

BF 44,00 = US$1.00 which is approximate estimate of average actual 
rate at which dollar traded. 


2. Last column providing % change June 1972 over June 1971 prepared 
on basis BF figures not dollar figures given in previous two columns. 


3. All figures are for full period indicated except for indices and spot 
indicators (e.g. money supply) which are for last day of month 
indicated. 


4, Customs, not payments, data used for trade figures. 


Sources: Ministry of Economics Affairs 
Central Economic Council 


Belgian Office for External Trade 








Summary 


The Belgian economy has made a quicker turn-around from last winter's sluggish 
performance than was thought possible at the beginning of the year. Spurred by a 
high level of government spending, increased foreign demand from Belgium's major 
trading partners, and steady consumer demand (mainly in consumer durables) 
industrial production has quickened. It now appears likely that total GNP growth 
rate, in real terms, will approach 4.0 per cent. 


One major drag is the continuing reluctance of local private investors to under- 
take new projects. Partially for that reason, the unemployment rate is higher 
than this time last year. However, plant utilization is rising and presumably 
pressure from an expanding economy will soon increase investment, particularly 
as the local money market is quite liquid. Price and salary inflation persists and 
the price level will probably rise more than 5 per cent for the year. While some 
observers are beginning to worry, Belgium's inflation still remains under the 
European average of slightly over 6 per cent. 


Belgium's foreign trade performance for the first half of 1972 was very strong. 
Exports were up 12,7 per cent while imports rose only 8.4 per cent. Nevertheless, 
while the balance of trade showed a surplus in comparison to last year's first six 
months deficit, the balance of payments was in deficit for the period. The 
country's major export commodities (metal products, transport equipment, tex- 
tiles, machinery, chemical products, and diamonds) all registered substantial per- 
centage increases. 


While U.S. exports to Belgium have been disappointing in the past six to ten 
months, the picture for the immediate future looks better. The exchange rate 
adjustment should begin to take effect, the respective Belgian and U.S. inflation 
rates are diverging to the benefit of U.S. producers and exporters, and American 
foreign investment continues to be solicited by the Government and most Belgians. 
The key to success in Belgium for American business interests remains serious 
market study and sound follow through as Belgium pulls out of the recent mild 
recession. 


CURRENT ECONOMIC SITUATION AND TRENDS 


A turn-around in Belgian economic performance began to show itself 


clearly in May and June, and except for a few soft spots, continues to 

pick up strength. 1971 had been a relatively poor year and the first few 
months of 1972 were not much better. However, steady high private 
consumption demands (particularly durable goods), rising public expendi- 
ture, and probably most important, a significant increase in foreign demand 
combined to provide stimulus for expansion which had not earlier been 
expected until late in the year. 


As a result, industrial production increased 2.9 per cent for the first five 
months of this year over the equivalent period of the previous year, 

Given the increasing better economic prospects for Belgium's major 
customers, this rate of expansion is probably accelerating at the moment. 
Therefore, contrary to the pessimistic predictions made at the end of 1971, 


the Gross National Product growth for 1972 is now expected to reach 3.5 per 
cent to 4.0 per cent in real terms. 


Nevertheless, private investment remains weak, According to a recent 
study by the National Bank, gross capital investments in industry for 1972 
will probably show a 4 per cent decline from 1971. However, a pick-up 
in investment during the last part of the year is not impossible, given the 
continued rise in plant utilization rate (from 81.7 per cent in January to 
83 per cent for May), and the encouraging performance of exports. 


Price and salary inflation persists, Gross average increase per hour in 
salaries was almost 12 per cent during the first quarter over the first 
quarter of last year, and the pressure on salaries continues to accelerate. 
By the end of June the consumers price index was 5, 4 per cent over last 
year, although the index appears to have stabilized some through August. 
With the return from vacation in September, the spiral appears to have 
resumed, possibly at an even faster rate. An increase in the price level for 
the total year 1972 of over 5 per cent is generally expected. While worrie- 
some for the Belgian Government, this performance is still under the 
European Community average of over 6 per cent. 


Unemployment remains another weak spot in the economy. The unemploy- 
ment rate rose from 2.4 per cent in June 1971 to 2.9 per cent in June of 
this year. Obviously the shortfall in investment is holding back new job 
creation, particularly for new entrants in the labor market. Hopefully, 








the private sector will soon decide that economic prospects are indeed 
improving significantly and begin to expand investments. Meanwhile, 

it should be noted that the Belgian unemployment benefits plus the general 
social security system (medical benefits, etc. ) significantly limit 
hardship and loss of purchasing power stemming from unemployment, 


The Belgian money market continues to be characterized by a high degree 
of liquidity because of continued balance of payments surpluses and 
depressed investment. To deal with this generally considered excessive 
liquidity, the Government took a number of steps in July: A no interest 
"monetary reserve" deposit of over US$500 million was extracted from 
private banks by the National Bank and the discount rate was reduced from 
6 per cent to 4 per cent. These measures helped to counter the general 
trend towards higher short-term interest rates: nevertheless, the call- 
money rate rose to 2.61 per cent in August from 2, 42 per cent in July; 
and certificates of the Fondes des Rentes (government bonds) from 


3.9 per cent to 4.05 per cent for the same period. 


On the long-term capital market, however, the contrary trend appeared, 
with the Government's September bond issue selling at the same rate as 

last May's. Government five year and longer term bond rates dropped 

from 7.07 per cent in June to 6.93 per cent in September. Long-term bonds 
are not expected to rise in the immediate future, pending confirmation that 
the economic upsurge is not a passing development, 


Government finances will continue to rise in1973. A projected budget was 
made public in July which calls for total expenditures of BF 493 billion. 
This estimate reflects an obvious government decision to continue its 

"pump priming" policy of the past year, although that decision has also been 
influenced by internal political pressures. There is already concern being 
registered in some circles that, given the improvement in the economic 
situation, there are dangerous inflationary dangers to continuing that policy 
too long into the coming year. 


The balance of trade for the Belgo-Luxembourg Economic Union (BLEU) for 
January-June 1972 showed a surplus of BF 8.3 billion as compared with 
last year's BF 4.7 deficit; exports for the half year rising 12.7 per cent 
and imports 8.4 per cent. Belgian foreign trade continues its concentration 
of its European Community partners, now purchasers of 70 per cent of 


Belgians export. The accession of the U.K., Ireland and Denmark will 
raise that figure to over 75 per cent. U.S, trade performance continues 
to be uninspiring. U.S sales to Belgium declined by 12. 7 per cent and 
purchases by 15 per cent when comparing the first five months 1971 and 
1972. 


Belgium's five major export categories all showed strong increase for 
the first six months 1972: metal products (7.4 per cent), transport 
equipment, largely automobiles, (6.3 per cent), textiles (14.4 per cent), 
machinery (16 per cent), chemical products (16.6 per cent), and diamonds 
(10.6 per cent), Other less statistically important products also did well, 
with food products, tobacco, and drinks for instance, rising by a very 
impressive 37.1 per cent. 


IMPLICATIONS FOR THE UNITED STATES 


Although last year (1971) showed a decline in the U.S. share of Belgian 
imports, the decline itself was not necessarily indicative of a long-term 
trend, as it represented a return to the "historic" performance of between 
6.5 per cent and 8.0 per cent of the market. 1970, after all, had been an 
unusually good year primarily because of special developments, e.g. the 
sale of two Boeing 747s and heavy coal sales due to a Belgian miners' 
strike. The poor showing so far this year could be more significant since 
it involves a decline in actual value amounts (as defined neutrally in BF, not 
in dollars which had been devalued vis-a-vis the BF in the interim, ) 
Presumably, however, the drop reflects uncertainty in the international 
trade and monetary system in the latter part of 1971 plus the Belgian re- 
cession which began in late spring 1971 and continued into late spring of 
1972. 


It is impossible to say whether or not the readjustment of exchange rates 


has yet had a positive effect on U.S. exports to Belgium since whatever 
effects it exercised were probably blurred by the slowdown in international 
trade stemming from general insecurity and overall weaker economic 
performance in Belgium. 


Now, however, the Belgian economy appears to be on the rebound; overall 
performance is improving and the uneasiness about imminent changes in 
monetary relations has eased sufficiently to raise the spirits of Belgian 








businessmen. Of particular importance to American exporters to Belgium 
are the local inflation rate and government spending programs, The 
former continues to rise significantly faster (approximately 5 per cent and 
rising) than that of the American. The Belgian Government obviously 
intends to continue its high expenditure rate which will fuel this inflation 
while keeping both private and public demand high. In essence, it 

appears as if the lag necessary for the exchange rate revaluation to take 
effect may be over and the present dollar-BF exchange ratio may soon 
begin to have an important effect. 


How significant will be that effect will largely depend upon American 
exporters amd exploitation of opportunities offered by the new exchange 
parity. While it is still impossible to quantify changes in business policy 
(particularly pricing) there are signs that at least some American exporters 
and Belgian importers are beginning to perceive opportunities for expanding 
their share of the market or to better fight off competition from third 
country suppliers. Some others, including large multinational firms, are checking 
whether or not U.S. suppliers might not now be more competitive. 

However, up to now the majority of firms involved in Belgo-US trade seem 
to have treated the exchange rate change as windfall profits rather than an 
improvement in their competitive position. 


Qn the investment side, the exchange rate change has increased the cost of 
investment in Belgium, However, the high liquidity position on the local 
money market and the continuing Belgian interest in attracting foreign 
investment in general and American in particular should make local financ- 
ing relatively easy. The Belgian Government continues to believe strongly 
that foreign investment is an important, even necessary, contributor to 
achieving declared goals on national wealth. 


The first task for a United States firm (either exporter or investor) is to 
re-examine its competition possibilities in terms of the recent rate exchange 
and the diverging inflation rates. Since the Belgian economy has turned 
around quicker than had been expected, Belgium should be worth con- 
sidering for those interested in entering the market for the first time or 


in implementing major expansion, Belgium's geographical nomic, and 
political position in the European Common Market will be enhanced by the 


entry of the prospective new members. While Belgium has for some years 
now been a center for European established production firms, it is under- 
developed as a European wide distribution center for American exports, 


1972, therefore, looks better than it did at the beginning of the year. 

U.S. sales to Belgium were disappointing for the first half of the year, 
although the decline is more significant in francs than in dollars. 

There are indications that U.S. exports to Belgium are beginning to 

pick up. Investment opportunities remain excellent. Insum, the secular 
trend for the Belgian economy is up, and despite recent poor performance, 
prospects for U.S. exporters and investors who are prepared to implement 
well designed programs are promising. 








Even if your company 
is already exporting, 


some of these facts may surprise you. 


7 surprising facts about exporting 


1: Small businesses are big in export. 3 out of 5 United States exporters have 


fewer than 100 employees. 


2: Exports keep 3 million Americans working. Every $15,000 of exports 


equals 1 job. 


3: Taxes can now be deferred on 50% of export profits. 
4: United States exports are a $43 billion-a-year business, and growing 11% 


each year. 


Export sales of durable goods increased 17% during 1970 while domestic 


sales of the same goods declined 3%. 


96% of all American firms sell only in the United States. 
7: Booth space at a Commerce Department Trade Center can cost as 


little as $400. 


A major California wine producer has demonstrated 
that it's possible to market American wines in France. Sur- 
prised? Read on. 

You're probably aware of the effect of the new cur- 
rency realignments on selling overseas. Your goods are now 
priced more competitively in world markets. 

But are you aware that you need pay no tax on one- 
half of your export profits? Recent tax legislation permits 
companies engaged in export trade to set up a Domestic 
International Sales Corporation (DISC) and thereby defer 
Taxes on 50% of their export income. 


Exports— growth market of the year. 

Export sales help smooth our domestic cycles. Last 
year exporters discovered that many of their off-shore 
markets were recession-proof. During 1970,domestic sales 
of durable goods shrank. But export sales of those same 
goods increased by 17%. Exports proved to be the growth 





market of the year. And they continue to grow at an average 
of 11% a year—about one-third faster than the growth of 
all U.S. industry. 
You don’t have to be big to be 
profitable in exporting. 

If your firm has less than 100 employees, you should 
know that the majority of other exporters are about your 
size. More than three out of five, as a matter of fact. A 
manufacturing firm in Minnesota, with only 26 employees, 
is a case in point. Five years ago, they weren't even in ex- 
port. Now it's 25% of their business. And the extra volume 
helps them get longer production runs with lower unit 
costs. Often, the added volume is without added capital 
investment. 

A helping hand for U.S. exporters. 


Take advantage of all the services available to you 
from the U.S. Department of Commerce. The Department 


and its 42 Field Offices can help you pinpoint the likeliest 
markets, by providing you with the research, marketing 
data and trade statistics you need. They can also help you 
expand into new markets. Like the Mississippi pump 
manufacturer who was selling successfully in Europe. After 
Commerce specialists came up with a report on marketing 
in Japan, he developed even bigger sales there than in 
Europe. He’s not alone. Of the firms using Commerce 
services, 60% have increased export sales. 


Expanding your distribution. 

The Commerce Department has ready access to 
135,000 overseas distributors and manufacturers’ agents 
who want to represent American firms. You can choose a 
distributor from existing lists, or, for a nominal fee, the 
Department will find a special agent to handle your specific 
products. 

In addition, as 1,800 American businessmen have 
done in the past five years, you can join a Trade Mission 
and travel overseas with the Mission to make commercial 
contacts.. If you prefer to go it alone, the Department will 
arrange on-the-spot help from any of the 468 commercial 
and economic officers attached to our 152 Embassies and 
Consulates. 

Showing your wares. 

Another example of the services available to you is 
our operation of nine permanent overseas Trade Centers 
in Europe, Asia, Australia and Latin America. At Trade 
Centers, American manufacturers show their goods to au- 
diences representing up to 80% of the purchasing power 
in these markets. Last year, Trade Centers produced $209,- 
000,000 in sales for U.S. firms. 

Or, you can participate in International Trade Fairs. 
The cost can be as low as $850 for space. The rewards can 
be high—$127,000,000 in immediate sales for these U.S. 
exhibitors last year. 

The Commerce Department provides booth design 
and construction at Trade Centers and Fairs, as well as 
advance promotion and personal calls on promising cus- 
tomers to ensure their attendance. 


Exports mean diversification for your company. 
96% of all American firms sell only in this country. 
Ridiculous! For most, the cost of constantly changing prod- 
uct lines, with all the attendant start-up and marketing 
expenses, is greater than learning to export existing 
products. Exporting adds years to many a product line. 
Take the case of a Texas manufacturer of car and truck air 


conditioners. The domestic market was levelling off as 
more cars and trucks were sold with air conditioning as 
original equipment. The Texas firm “diversified” by ex- 
porting its existing products to Japanese car manufacturers 
— with great success. 

About financing, insurance and taxes. 

The United States Government helps finance Ameri- 
ca’s exports. The Export-Import Bank of the United 
States (Eximbank) offers direct loans for large projects and 
equipment sales which require long term financing. It also 
cooperates with commercial banks in providing credit to 
overseas buyers of U.S. exports. Exim provides guarantees 
to commercial banks who in turn finance export sales. And 
now, by creating a Domestic International Sales Corpora- 
tion (DISC), you can defer Federal income taxes on one- 
half of your export profits, so long as those profits are used 
to increase further exports. 

The time is now. 

If you're already exporting, it's time you broadened 
your overseas markets. If you're not in exporting, it’s time 
you got started. 

There's no great mystery—and a lot less red tape than 
you think. The Department of Commerce will show you 
how to get started. Exports mean profits. Find out for your- 
self. Send the coupon below. 

Or, better yet, write directly to: 

Director, Bureau of International Commerce, U.S. Depart- 
ment of Commerce, Washington, D.C. 20230. 


, VNITED STATES OEPARTHERT OF CommencE Director | 
ee ‘aA a] —— of tee Commerce | 
S. Department of Commerce 
| waa 2. Washington, D.C. 20230 | 
| #8 ¢ ¢ oa La esnnene | 
| Zam comics | 
| | 
| | 
| NAME TITLE | 
| COMPANY | 
| ADDRESS | 
L CITY STATE zip | 
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